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SOMALIA - KEY ECONOMIC INDICATORS 


All figures are U.S. million dollars unless otherwise stated. 
All conversions have been made at current exchange rate of U.S. 1$=S.Sh.6.295 
Unless otherwise stated, all figures represent end—of -year totals. 


% Change 
1976 1977 1978 1977 to 1978 


INCOME, PRODUCTION, EMPLOYMENT 

GNP at Current Prices NA 407 .0* 
GNP at Constant (1966) Prices NA NA 
Per Capita GNP at Current Prices 110 110* 
Gross Capital Formation at 

Current Prices NA NA 
Plant and Equipment Investment NA 
Personal Income 
Industrial Production 
Average Industrial Monthly Wage 

($/Mo.) 
Average Labor Productivity 
Labor Force (000) 
Population (Million) 
Electricity Sales (Million KWH) 


MONEY AND PRICES 
Money Supply (currency in Circula- 
tion, Demand Deposits, Time and 
Savings Reports) 
Indices: 1970 = 100 
Wholesale and Retail Trade NA 
National Consumer Price Index 230.5 


BALANCE OF PAYMENTS AND TRADE 

Gold and Foreign Exchange Reserves NA 114.0 132.8 16.5 
Outstanding Foreign Debt 282.0 389.8 470.8 20.8 
Debt Service (% of Export Earnings) 4.2% 8.0% 7.9% les 
Balance of Payments (Surplus) 16.3 28.3 8.1 71.4 
Balance of Trade (Deficit) 95.0 134.6 165.6 + 23.0 
Exports F.O.B. 81.0 Tae 109.4 + 53.4 

U.S. Share 0.05 1.8 0.3 - 83.3 
Import C.I.F. 176.0 205.8 275.2 + 2247 

U.S. Share 6.8 4.7 20.1 +328.0 


U.S. exports to Somalia in 1979 (Jan.-Sept.): $18.0 million by per- 


centage of value; rice, 28.4; fixed vegetable oil, soft (crude or 
refined) 27.8; unmilled corn, 11.2; wheat flour, meal, and groats, 
8.8; jet aircraft and gas turbines, 2.1; civil engineer and 
contractors’ equipment, 2.0. 


U.S. imports from Somalia in 1979 (Jan.-Sept.): $173.7 thousand, 


by percentage of value: crude vegetable materials, 42.0; live 
animals (zoo type), 13.7. 


*Source: World Bank 





FOREIGN ECONOMIC TRENDS 


GENERAL 


Despite a massive influx of foreign aid and an improved politi- 
cal climate vis-a-vis the West as a result of the Soviet expulsion 
from Somalia in late 1977, there was little economic advancement in 
Somalia during 1978. Production in the tiny industrial sector 
decreased in all sectors except one. Agricultural output also 
decreased in 1978, continuing a declining trend begun a decade 
ago. The fishing industry was brought to a virtual standstill in 
late 1977 with the abrupt end to the Somali-Soviet’ fishing agree- 
ment and the closing of the major fish processing plant because of 
mechanical problems. Only livestock, the largest sector of the 
economy, increased output in 1978. This was partly due to the 
Ethiopian government's decision to nationalize livestock in the 
Ogaden and other areas of Ethiopia which led to Somali tribesmen 
bringing their cattle into Somalia. Since present rangelands in 
Somalia proper are not capable of handling this influx on a sus- 
tained basis, there may be problems for Somali livestock in the 
future. 


The deficit in Somalia's balance of trade continued to worsen 
in 1978. Only large sums of foreign aid and governmental loans 
prevented Somalia from having a balance of payments deficit. As 
the balance of trade deficit increased, the payments surplus which 
decreased over 1977, was expected to become a deficit in the near 
future. Although there is a chance for some increase in aid from 
various donors, major increases are unlikely since Somalia is 
already one of the world's largest economic assistance recipients 
on a per capita basis. The outlook for increased domestic and 
private investments holds some promise but is not expected to in- 
crease significantly in the next few years. 


Per capita income and other economic indices rightfully place 
Somalia among the poorest of the least developed countries of the 
world. There has been little progress in any economic sector over 
the last decade, although development efforts are underway to 
concentrate on meeting the basic human needs of the people. While 
noticeable gains have been made in health and education improvement 
is needed in other areas. These include the almost total lack of 
incentives for workers, the low level of industrial and civil ser- 
vice wages, the primitive state of communications and transportation, 
the limited water supply, and the continued outflow of both skilled 
and semi-skilled workers to the more lucrative job markets of the 
Middle East. These problems must be faced by the Government of the 
Somali Democratic Republic (GSDR) before real economic progress will 
ensue. 





LIVESTOCK 


Livestock dominated the Somali economy. It employed an esti- 
mated 70 percent of the population and accounted for 82.8 percent 
of all Somali exports in 1978. Livestock production figures for 
1979 are not available, but the most recent export statistics 
indicate that this sector is recovering from the disastrous effects 
of the 1974-75 drought. The increase of livestock exports is af- 
fected by the Ethiopian government's decision to nationalize all 
livestock holdings over five head throughout the Ogaden and the rest 
of Ethiopia. This policy forced Somali herders and nomads to trans- 
fer their stock from the superior rangelands in the Ogaden to 
Somalia proper for export. Livestock exports increased 53.2 percent 
over 1977 to 1533 thousand head. However, grazing land in Somalia 
is not sufficient to handle any permanent, large-scale transfer 
from the Ogaden. Arab countries, especially Saudi Arabia, remain 
the sole importers of Somali livestock and show no sign of reducing 
their demand. The GSDR, in conjunction with several multilateral 
and bilateral aid donors, is trying to expand livestock production 
through large investment outlays in the Three Year Development Plan 
(1979-81). The aim is to transform the present traditional nomadic 
system into a modern and settled mode of production involving 
greater integration of agricultural and livestock production. 


AGRICULTURE 


The second largest sector of the Somali economy is agriculture, 
which recorded an overall production decrease of 11 percent in 1978 
after a 34 percent production increase in 1977. Bananas remained 
the largest agricultural commodity and the second leading export 
behind livestock. Although the volume of banana exports rose by 
8 percent to 57.5 thousand metric tons (MT) in 1978, primarily as a 
result of new capital investments financed by the Somali Development 
Bank, serious production and shipping problems still exist. Total 
banana production in 1978 was only 69.7 thousand MT as opposed to 
140.3 thousand MT in 1970. Yield per hectare also declined over the 
decade from 27 thousand MT in 1970 to 14 thousand MT in 1978. 


Production figures for Somalia's two main food staples, maize 
and sorghum, are not available, but official estimates indicate that 
they declined in 1978 after a satisfactory performance in 1977. The 
decline was due primarily to flooding during the rainy season, which 
especially hurt the maize crop. However, Somalia did not have to 
import commercially either of these crops because it built up large 
surpluses from 1977 and received 12.150 MT of maize from the USA 
under the PL 480 Food Aid Program. 


INDUSTRY 


Output in the manufacturing sector also declined in 1978 with 
only one of the nine industries recording any increase in production. 
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The rates of decline from 1977 were highest in the cigarette and 
match factory (28 percent), sugar factory (20 percent), and the 
milk factory (14 percent). The meat and fish processing plants 
were closed for most of 1978 for lack of spare parts and skilled 
labor, further reducing overall industrial output. The sugar 
factory, which has received large influxes of capital from the 
GSDR, was unable to recover from the disastrous 1974-75 drought 
and registered a decline in production from 30,000 MT in 1977 to 
24,000 MT in 1978. 


The pasta and wheat flour factory also registered a 5 percent 
decline in production forcing the GSDR to import 32,075 MT of flour 
to cover the increasing domestic demand. At the fruit processing 
factory, (TTOP) output declined by 26 percent and sales by 35 
percent mainly because of a shortage of raw materials brought on by 
poor weather conditions during the growing seasons. 


The cardboard factory (INCAS) suffered a decline in production 
of 7 percent from 1977 to an all-time low level of output. However, 
in 1977, INCAS signed an agreement with a Pakistani consulting firm 
to improve its management and operation and hoped to increase 
production in 1979. 


The textile industry (Somaltex) was the only industry to 
register an increase in production (6.8 percent) in 1978, but did 
so at a slower pace than in 1977 when it recorded an increase of 
77 percent mainly as the result of the installation of new machinery. 
As in all areas of industrial activity, the major problems facing 


Somaltex are the severe shortages of skilled labor, capital equip- 
ment, and management expertise. Because of Somalia's poor hard 
currency situation, these problems are not likely to be resolved in 
the near future. 


MONEY SUPPLY 


Monetary aggregates continued an expansionary trend in 1978. 
Total liquidity (money supply narrowly defined and quasi-money) rose 
by 33 percent compared with a 29 percent increase in 1977. Money 
supply narrowly defined alone increased by 30.4 percent in 1978 
compared with an increase of 33.2 percent in 1977, while quasi-money 
rose by 45.3 percent in 1978 compared to a 7 percent increase in 
1977. Money in circulation contributed largely to the expansion and 
increased by 42 percent in 1978 while demand deposits grew by 20 
percent. Unlike 1977, when increased government expenditures sus- 
tained by substantial inflow of foreign grants were the primary 
expansionary factor, the monetary expansion in 1978 was generated 
by increased domestic credit with loans to the Somali government 
playing a major role. In fact, the GSDR's position with the Central 
Bank of Somalia went from a credit position of $16.2 million in 1977 
to a debit position of $51.2 million in 1978. 





INFLATION 


GSDR finance officials claim that domestic inflationary pres- 
sures slowed in 1978 primarily as a result of government measures 
to maintain prices under tight control, thereby reducing the 
inflation rate from 10.9 percent in 1977 to 9.3 percent in 1978. 
However, according to official Somali and third-country sources, 
the actual inflation rate is much higher, possibly 60 percent. 


BALANCE OF PAYMENTS 


Somalia's balance of payments position declined in 1978 toa 
surplus of $8.1 million as compared to a surplus of $28.3 million 
in 1977. In both years, large inflows of capital, primarily in 
the form of foreign grants and governmental loans, helped offset 
the increased trade deficit of $165.6 million in 1978. 


Total exports rose by 53.5 percent from $71.3 million in 1977 
to $109.4 million in 1978. All export items, except meat and fish 
products, recorded increases, with livestock exports increasing 
its share of total exports to 82.8 percent. Even banana exports, 
which have experienced reductions regularly over the last decade 
because. of shipping and marketing problems, registered an 11.2 
percent increase in 1978. Exports of hides and skins, the third 
leading export item, increased by 25.9 percent in 1978 to a value 
of $2.4 million. 


Unfortunately, the gains in exports were more than offset by 
a 33.7 percent increase in imports, which rose to $275.2 million in 
1978. Imports of GSDR development project equipment and material 
needed for the completion of a number of projects such as the Belet 
Weyn/Burao Road, the Mogadishu Stadium, and the Somali-Iragqi Oil 
Refinery contributed significantly to the increase in imports. 
Although data on the commodity breakdown of imports are not yet 
available, it seems that the vast majority of imports were for 
capital and intermediary goods. 


IMPLICATIONS FOR THE UNITED STATES 


One of the by-products of the Soviet ouster from Somalia in 
1977 is an apparent change in the official attitude towards foreign 
investments. While no specific new guidelines have been established, 
the GSDR is inviting western business people to investigate business 
opportunities. Few western firms have yet expressed much interest 
in expanding into Somalia, primarily because of Somalia's severe 
shortage of skilled labor, its poor communication and transportation 
system, and its shortage of raw materials. This has resulted in 
businesses focusing their interest on providing equipment and 
services to Somali development projects funded by various aid 
donors. 





With the exception of an agreement between Atlantic Richfield 
and the GSDR for the exploration of oil signed in early October 
1979, there is no U.S. investment in Somalia and little likelihood 
of any significant investment in the near future. U.S. trade with 
Somalia did increase significantly in 1978 (partly as a result of 
$7 million sale of food under the PL 480 Title 1 Program), and 
there is a chance for even greater increases in the future. However, 
the bulk of these opportunities will be in development project 
related areas financed by various aid donors. U.S. trade to Somalia 
without this financing has experienced problems due to the limited 
amount of financial data available to Eximbank and other American 
financial institutions. Many U.S. firms have found it difficult to 
compete with the firms of other industrialized countries that often 
offer superior financing. Without a change in financing, U.S. firms 
will continue to face this problem in operating in Somalia. 
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